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ARMEN, Special Trial Judge: This case was heard pursuant to

the provisions of section 7463 of the Internal Revenue Code in
ef fect when the petition was filed.! Pursuant to section

7463(b), the decision to be entered is not reviewabl e by any

1 Unl ess otherwi se indicated, all subsequent section
references are to the Internal Revenue Code of 1986, as anended,
and all Rule references are to the Tax Court Rul es of Practice
and Procedure.
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other court, and this opinion shall not be treated as precedent
for any other case.

Pursuant to section 6015, petitioner made an adm nistrative
request for relief fromjoint and several liability for Federal
i ncone taxes for 2001, 2002, and 2003. By notice respondent
deni ed petitioner’s request for relief. Petitioner tinely filed
a petition wth this Court under section 6015(e) for review of
respondent’ s determ nation.

The sol e issue for decision is whether petitioner is
entitled to relief fromjoint and several liability under section
6015(f) for 2001, 2002, and 2003.

Backgr ound

Sonme of the facts have been stipulated, and they are so
found. W incorporate by reference the parties’ stipulation of
facts and acconpanyi ng exhibits. Petitioner resided in the State
of M chigan when the petition was fil ed.

Petitioner and Frederick Verdell Harper (M. Harper) net
while petitioner was a resident at Harper House, a substance
abuse treatnment facility run by M. Harper. Petitioner and M.
Harper were married in April 1996. During their marri age,
petitioner and M. Harper assuned traditional roles: M. Harper
was the sol e breadw nner and managed the househol d finances while
petitioner maintained the home; her only source of income was

Soci al Security benefits. Although petitioner would occasionally
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hel p out at Harper House by driving female residents to

appoi ntments, she was not involved in the bookkeeping or finances
of the business.

Al'l of the couple’'s assets were owned in M. Harper’s sole
name; petitioner did not have a bank account in her nane, nor did
she and M. Harper have any joint accounts. Although petitioner
testified that she and M. Harper had what she thought was a good
marri age, she did not have any noney of her own (other than
nmodest Soci al Security benefits) and had to ask M. Harper for
nmoney to nmake nost purchases.

Petitioner and M. Harper filed joint Federal incone tax
returns for 2001, 2002, and 2003. M. Harper had each of the
returns prepared by a professional tax return preparer and did
not need to request documents or records frompetitioner to
facilitate the conpletion of the returns. At M. Harper’s
request, petitioner signed each of the tax returns but did not
review the returns for accuracy. Because M. Harper handl ed al
of the financial matters for the household and busi ness,
petitioner did not know that tax debts were accumnul ati ng.

Petitioner and M. Harper were divorced in May 2006, and M.
Har per died in May 2008.

On Novenber 25, 2008, the Internal Revenue Service (IRS)
recei ved petitioner’s Form 8857, Request for |Innocent Spouse

Relief. Utimtely, the IRS denied petitioner’s request for
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relief fromjoint and several liability under section 6015(f) on
the basis that petitioner had not shown that she did not know and
had no reason to know that the taxes would not be paid.

Petitioner filed the petition in this case on May 6, 2009.

Di scussi on

A spouse may be relieved fromjoint and several tax
l[Tability under section 6015(f) if, taking into account all the
facts and circunstances, it is inequitable to hold the spouse
liable. The spouse requesting relief generally bears the burden

of proof. See Rule 142(a); At v. Comm ssioner, 119 T.C. 306,

311 (2002), affd. 101 Fed. Appx. 34 (6th Gr. 2004). The record
establishes that petitioner satisfies the threshold conditions of
Rev. Proc. 2003-61, sec. 4.01, 2003-2 C.B. 296, 297-298.

W consider all relevant facts and circunstances in
determ ni ng whether the taxpayer is entitled to i nnocent spouse

relief. Porter v. Comm ssioner, 132 T.C 203, 210 (2009). W

may consi der evidence introduced at trial even if it was not

included in the adm ni strative record. Porter v. Conmi ssi oner,

130 T.C. 115, 117 (2008). 1In determning whether relief is
justified, we give no deference to the IRS determ nation that
petitioner is not entitled to relief. See Porter v.

Conmi ssioner, 132 T.C. at 210.

| f a requesting spouse fulfills the threshold requirenents

of Rev. Proc. 2003-61, sec. 4.01, the Conm ssioner wll
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ordinarily grant relief fromjoint and several liability with
respect to underpaynents on a joint Federal incone tax return,
provided all of the follow ng additional requirenents are
satisfied: (1) On the date of the request for relief, the
requesting spouse is no longer married to, or is legally
separated from the nonrequesting spouse; (2) on the date the
requesti ng spouse signed the joint return, the requesting spouse
did not know, and had no reason to know, that the nonrequesting
spouse woul d not pay the tax liability; and (3) the requesting
spouse wi I | suffer econom c hardship if the Conm ssioner does not
grant relief. Rev. Proc. 2003-61, sec. 4.02, 2003-2 C.B. at 298.

Respondent concedes that petitioner was divorced from M.
Har per on the date she requested relief under section 6015(f).
However, respondent contends that petitioner has not established
that (1) she had no know edge or reason to know, on the dates
that the 2001, 2002, and 2003 joint Federal incone tax returns
were signed, that the underpaynents reported on those returns
woul d not be paid or (2) she would face economic hardship if her
request for relief were denied. Accordingly, respondent argues
that petitioner has not satisfied the requirements of Rev. Proc.
2003-61, sec. 4.02, and is therefore not entitled to equitable

relief under section 6015(f). W disagree.
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1. Knowl edge or Reason To Know

Respondent contends that because petitioner did not review
the returns before signing themand did not know there was a
bal ance due when she signed the returns, she could not have
believed that M. Harper woul d pay the bal ance due.

Even if petitioner had reviewed the returns, she would not
have known or had reason to know that the liabilities reported on
the returns would not be paid. M. Harper handled all of the
couple’s financial affairs for both the household and his
busi ness, and petitioner was responsi ble for maintaining the
home. During the years in issue petitioner did not have a bank
account in her own nanme, nor did she have access to a jointly
hel d bank account; all accounts were in M. Harper’s sol e nane.
Thus, even if petitioner had reviewed the 2001, 2002, and 2003
joint Federal incone tax returns and seen that there were
bal ances due, she would not have known, or had reason to know,
that M. Harper would not pay the tax liabilities, nor would she
have had access to resources to pay the liabilities herself or
even to ascertain whether the liabilities had been paid.

2. Econom ¢ Har dship

Respondent contends that petitioner would not experience
econom ¢ hardship if her request for equitable relief were

deni ed.
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To ascertain whether a requesting spouse will suffer
econom ¢ hardship if the Conm ssioner denies his or her request
for section 6015(f) relief, Rev. Proc. 2003-61, sec. 4.02,
directs the Conm ssioner to base his decision on rules simlar to
those found in section 301.6343-1(b)(4), Proced. & Adm n. Regs.
Those rul es provide that an econom c hardship exists if an
i ndi vidual is unable to pay reasonable |iving expenses. In
determ ning a reasonabl e amount for basic |living expenses, the
Comm ssi oner shall consider information provided by the taxpayer,
including: (1) The taxpayer’s age, enploynent status and
history, ability to earn, nunber of dependents, and status as a
dependent of soneone el se; (2) the anount reasonably necessary
for food, clothing, housing, utilities, nedical expenses,
transportation, child support, and other necessities; (3) the
cost of living in the geographical area in which the taxpayer
lives; (4) the anount of property available to pay the taxpayer’s
expenses; (5) any extraordinary circunstances, e.g., special
educati on expenses, a nedical catastrophe, or a natural disaster;
and (6) any other factor bearing on econom c hardship. Sec.
301.6343-1(b)(4)(ii), Proced. & Adm n. Regs.

Al t hough we are not required to accept petitioner’s

testinmony uncritically, see Ishizaki v. Comm ssioner, T.C. Mno.

2001- 318, neither are we required to reject petitioner’s

testinmony if we find it credible, see, e.g., Washington v.
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Comm ssioner, 120 T.C 137, 150 (2003). Indeed, we find

petitioner’s testinony, as well as that of her witness, to be
honest, forthright, and credible.

In addition, the IRS has issued guidelines for allowable
expenses. “Necessary expenses are those that nmeet the necessary
expense test; i.e., ‘they nust provide for a taxpayer’'s * * *
health and wel fare and/or the production of income’ and they nust

be reasonable.” Schulman v. Commi ssioner, T.C Meno. 2002-129

n.6 (quoting Internal Revenue Manual pt. 5.15.1.3(2) (Mar. 31,
2000). There are three types of necessary expenses: (1) Those
based on national standards, e.g., food, housekeepi ng supplies,
cl ot hing, and personal care products and services; (2) those
based on | ocal standards, e.g., housing, utilities, and
transportation; and (3) other expenses, which are not based on
nati onal or |ocal standards. |d.

When petitioner and M. Harper divorced in 2006, petitioner
was |left with nothing: M. Harper took the car, and there was no
joint property to divide between them Petitioner pulled herself
up by her bootstraps, went back to school, and earned a degree,
and she now works as a substance abuse counselor. Petitioner is
enpl oyed part tinme at a hospital, typically working 20 hours per
week and earning $18 an hour. Petitioner’s salary is
suppl enmented by the occasi onal bonuses given by the hospital.

Petitioner’s testinony regarding her expenses, augnented by the
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nati onal standards, indicates that her expenses equal, if they do
not exceed, her incone.

Thus, we conclude that petitioner would face econonc
hardship if her request for relief under section 6015(f) were
deni ed.

Accordingly, based on our review of all the facts and
circunstances, we hold that petitioner is entitled to relief from
joint and several |iability under section 6015(f) for the 3 years
in issue.

Concl usi on

We have considered all of the substantive argunents nmade by
respondent regarding the issue of petitioner’s entitlenent to
relief fromjoint and several liability under section 6015(f).?2

To the extent that we have not specifically addressed any of

2 At trial on Mar. 1, 2010, as well as in a posttrial
menor andum bri ef, respondent al so invoked sec. 1.6015-5(b)(1),
I ncome Tax Regs., and argued that petitioner had failed to file
her claimfor relief within the 2-year period specified in the
regulation. In Lantz v. Conmmi ssioner, 132 T.C 131 (2009), this
Court invalidated sec. 1.6015-5(b)(1), Inconme Tax Regs.; however,
on June 8, 2010, our decision in that case was reversed by the
Court of Appeals for the Seventh Circuit. Lantz v. Conm Ssioner,
607 F.3d 479 (7th Cr. 2010). Nevertheless, at this tine in
circuits other than the Seventh Crcuit, Lantz v. Conm SSi oner,
132 T.C. 131 (2009), remains the law of this Court. Hall v.
Comm ssioner, 135 T.C. __ (Sept. 22, 2010); cf. Golsen v.
Commi ssioner, 54 T.C 742, 756-757 (1970), affd. on other issues
445 F.2d 985 (10th G r. 1971). As petitioner’s case wuld be
appeal able to the Court of Appeals for the Sixth Crcuit were it
not a small tax case, see sec. 7463(b), we follow this Court’s
decisions in Lantz and Hall.
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t hose argunents, we conclude that they are irrel evant, noot, or
w thout nerit.

To reflect the foregoing,

Deci sion will be entered

for petitioner.




